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National Economic Issues 


Economist Warns of End to Recovery 


MB2706160095 Johannesburg SAPA in English 
1438 GMT 27 Jun 95 


[FBIS Transcribed Text] Johannesburg June 27 SAPA 
— The current economic recovery may peter out next 
year, Board of Executors chief economist Rob Lee 
warned Tuesday [27 June] in the financial institution’s 
latest investment outlook. "Significant constraints on 
sustained economic growth are beginning to emerge, 
and policies and events must keep moving forward if 
those constraints are to be overcome," he said. 


Although the country was likely to attract sufficient 
short-term foreign capital to underpin the recovery, its 
access to long-term financing was limited. South Africa 
had been relying on large foreign capital inflows to 
sustain the economic upturn due to its low domestic 
Savings rate and a structurally high demand for imports. 


Lee said the continued existence of foreign exchange 
controls, on local residents, would deter any significant 
amount of long-term direct investment. "This is because 
foreign investors would perceive, rightly or wrongly, 
that the exchange rate was significantly overvalued and 
would be unwilling to take the exchange rate risk." 


The emergence of large current account deficits, with 
only a pedestrian growth rate, would reinforce this 
concern. To attract substantial portfolio and direct 
investment, it was becoming increasingly important to 
convince foreign investors that the exchange rate was 
not a one-way bet downwards. The need to raise short- 
term interest rates to counteract rapid credit growth 
made this dilemma more acute as that would further 
stabilise the exchange rate at the overvalued level. 


"An obvious solution to the dilemma is to rapidly 
dismantle existing exchange controls. The exchange rate 
would then not be artificially supported and a major 
impediment to foreign investment removed." 


Lee said the longer term negative effects of not having 
abolished all exchange controls earlier in the economic 
cycle would become increasingly apparent in the next 
few months. 


"It is not inevitable that the economic recovery will start 
to peter out next year," he said. "Major breakthroughs 
on exchange control are possible." 
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Country Faces 4 Billion Rands Deficit 


MB0307131595 Johannesburg THE STAR in English 
3 Jul 95 p14 


[Report by Howard Preece] 


[FBIS Transcribed Text] South Africa ran up a deficit 
of more than R4-billion [rands] on the current account 
of the balance of payments [BoP] for the five months 
January to May. 


On the plus side, exports surged to a record level of 
over R8.9-billion in May against R6.96-billion in April 
in spite of yet another lacklustre contribution from gold. 
Coal, ferro-alloys and pulp and paper were among the 
main sectors to boost foreign sales. 


But imports also raced to their highest ever monthly 
total in May, increasing to R9.05-billion. In April they 
were only R6.65-billion. 


The high level of imports continued to be heavily 
affected by much needed inflows of capital equipment 
and intermediate goods. 


The end result, however, was that the trade balance 
slipped into the red in May, the second month so far in 
1995 that this has happened. More important, the BoP 
current account deficit for 1995 is now set to exceed 
even the most pessimistic earlier forecasts of ar ourid R7- 
billion. In part this helps explain the decision by Chris 
Stals, the Governor of the Reserve Bank, to increase 
bank rate by one percentage point from Friday last week. 


For January-May this year exports were valued at 
R39.66-billion against imports of R38.70-billion, ac- 
cording to preliminary figures from Customs and Excise. 
That left a balance of trade surplus of R959-million. 


But South Africa always incurs a hefty net loss each 
month on service payments and receipts to and from 
foreigners. The main service, or "invisible" items are 
interest charges and dividends, tourism, shipping and 
insurance. 


The Reserve Bank says that in the first quarter of 
1995 this country had a balance of trade surplus of 
R940-million. However, the bank reveals that there 
was an overall deficit on the current account of the 
BoP of R2,237-million for January to March. That 
arose because of an average monthly shortfall of almost 
R1,050-million on the services account. 


It is clear, therefore, that the deficit on services for 
January to May was at least R5-billion — more likely 
R5.25 billion. So even with a trade account surplus of 
almost R1-billion there was still a Geficit of well over 
R4-billion on the current account. 
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The monthly trade figures from Customs and Excise 
can sometimes be misleading because they can be 
significantly distorted by short-term factors such as 
the increasing or decreasing of oil stockpiles, special 
purchases of exceptionally expensive equipment, for 
example, jet aircraft, and seasonal 'bunching" of some 
exports. Diamonds are a recurring instance of the latter. 


This <1eans that it is hazardous to read too much into 
large changes from one month to another in the Customs 
and Excise statistics. Over the riedium-term, though — 
three to six months — the figuies from Customs are 
a sound guide to the later. official statistics from the 
Reserve Bank. 


Also, the ongoing deprec:ation of the foreign exchange 
value of the rand against the general basket of major 
currencies means that both exports and imports regularly 
hit record levels in rand terms but these formal records 
are mostly deceptive. 


Economist Views Trends Affecting Rand Value 


95SAFO107A Johannesburg BEELD in Afrikaans 
30 May 95 p s4 


[Article by Sandra Gordon, Southern Life Insurance 
economist: "What Might Be in Store for the Rand"] 


{[FBIS Translated Text] Since the financial rand was 
eliminated on 10 March, the united monetary unit has 
stabilized at 3.60 rand per dollar, which is substantially 
stronger than had been anticipated. 


However, this apparent strength is largely attributable 
to a weak dollar and conceals the actual weakness of 
the rand with regard to other important monetary units, 
especially the yen and the German mark. 


In accordance with its goal of protecting the external and 
internal value of the exchange rate, the Reserve Bank 
monitors the rand with regard to a basket of monetary 
units belonging to South Africa’s major trade partners. 
The inflation differential between South Africa and its 
major trade partners is 7 percent on average. 


A 7-percent depreciation in the trade weighted value 
of the rand in 1995 ensures that, after adjustment for 
inflation, the actual trade weighted value of the rand will 
remain stable. Given that so far this year the nominal 
trade weighted value of the rand has been depreciated 
by more than 6 percent, no major value reduction is 
expected for the remainder of the year. 


Even though the trade weighted value of the rand will 
probably remain relatively stable for the rest of the year, 
a recovery of the dollar from its current low point with 
regard to the German mark and the yen would result 
in a weakening of the rand by the end of the year to a 
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level of 3.80 rand against the American monetary unit. 
At the same time, the rand could then be strengthened 
with regard to other important monetary units such as 
the German mark and the yen. 


Such a development would be advantageous to the 
South African economy given that the major part of its 
exports is expressed in dollars, with the result that the 
rand’s weaker position toward the dollar would increase 
its export revenues. 


In contrast, the major share of its local imports are 
expressed in third monetary units, with the result that the 
German mark and yen import costs are reduced and the 
danger of imported inflationary pressure is decreased. 


The current economic recovery is driven by a revival of 
fixed investments, which has led to a sharp increase in 
imports, which in turn has further increased the deficit in 
the current account (the trade surplus after interest and 
service payments have been deducted). At that stage, 
the deficit was more than compensated by the growing 
influx of capital. The resulting positive cash flow in the 
balance of payments currently supports the rand. 


However, as the recovery gathers momentum, the higher 
deficit in the current account will gradually begin to 
weigh more heavily than the positive balance of the 
capital account. The resulting negative cash flow in 
the balance of payments would then have a significant 
downward impact on the value of the rand. 


This could develop as soon as early next year. Conse- 
quently, next year the depreciation of the trade weighted 
value of the rand will probably exceed the inflation dif- 
ferential, which could result in a moderate value reduc- 
tion of the monetary unit at a real trade weighted value 
basis. It is expected that by the end of 1996, the value 
of the rand will go down to 4.15 rand to the dollar. 


However, the Reserve Bank has an estimated 25 billion 
rand at its disposal to smooth out the temporary fluctu- 
ations of the rand. 


It is unlikely that South Africa will experience a 
substantial influx of capital until it has put into action 
a privatization program, strengthened only by economic 
growth, and has at least partially eliminated exchange 
rate control in local institutions. 


The establishment of exchange rate control has pre- 
vented South African institutions and individuals from 
investing abroad. This was probably the most signifi- 
cant factor to have led to the current concentration of 
ownership in the private sector. 


Major investors have become unwilling to sell their 
South African interests while their investment choices 
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are limited to the domestic market. Consequently, 
potential foreign investors have had to deal with stock 
shortages while Black attempts at investment have been 
frustrated. 


Should exchange rate limitations be lifted, corporate 
investors would be willing to sell part of their South 
African investments and to look for opportunities 
abroad. 


The government may be unwilling to reduce foreign 
exchange control out of fear that a substantial outflow 
of capital may occur. However, there is recognition 
of the need to lift currency control to attract foreign 
investments in order to preserve the economic recovery. 


If South African institutions were to be allowed to 
exchange amounts of dollar assets for rand assets, which 
would be accepted by foreign institutions, and if they 
were to guarantee that the assets would be held for a 
certain amount of time, the net effect in terms of cash 
flow would be neutral. 


The process could then be gradually expanded to incor- 
porate other institutions, corporations and, ultimetely, 
individuals. This would probably have to be a gradual 
process and initially institutions would have to be al- 
lowed to invest only a small part of their assets abroad. 


By following that approach, the exchange control could 
be gradually lifted with a minimal disruption of the 
domestic economy. If this approach were to be accepted, 
it would be possible that its implementation could begin 
before the end of this year. 


Research Shows Change in Income Distribution 


MB3006123895 Johannesburg SAfm Radio Network 
in English 1100 GMT 30 Jun 95 


[FBIS Transcribed Text] The disposable incomes of 
whites has dropped sharply since 1990, while the eco- 
nomic welfare of individual blacks has hardly improved. 
That’s one of the findings of the Unisa (University of 
South Africa] Market Research Report released in Pre- 
toria today. The report shows that Gauteng residents, es- 
pecially those in Randburg, are better off than residents 
of other provinces. The survey found that the share of 
whites in the total of disposable incomes declined from 
70 percent to 52 percent, while incomes of blacks rose 
from about 22 percent to 35 percent. There was also a 
sharp increase in the earnings of coloreds and Asians. 
The report found that income tax took an increased slice 
of personal incomes in all population groups. 
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Finance Minister Urges Increase in Savings Rate 


MB0607111695 Johannesburg SAfm Radio Network 
in English 1000 GMT 6 Jul 95 


[FBIS Transcribed Text] Finance Minister Chris Lieben- 
berg says South Africa has to increase its rate of savings 
if it’s to achieve sustainable economic growth. 


Speaking in Johannesburg, Mr. Liebenberg said South 
Africa either had to increase its income per capita, 
or develop a culture of savings to achieve a level of 
savings in line with high growth economies. He said 
for an economy to sustain a 3.5 growth rate, it required 
a savings rate of 22 percent. Private sector savings in 
South Africa stood at 22 percent, but with government 
dissaving of 4.5 percent, the net savings rate was 17.5 
percent. Mr. Liebenberg said the government had to cut 
down on its level of spending, but for the growth to 
impact on employment in South Africa, a savings rate 
of over 22 percent was needed. 


Major Banks To Increase Prime Lending Rate 


MB3006170995 Johannesburg SAPA in English 
1530 GMT 30 Jun 95 


[Report by Gordon Bell] 


([FBIS Transcribed Text] Johannesburg June 30 SAPA 
— All the major banks have announced a one per cent 
increase in the prime lending rate with effect from July 
3, .n response to the one percentage point hike in the 
bank rate. 


First National Bank [FNB], Standard Bank, Nedcor 
bank, ABSA [Amalgamated Banks of South Africa] 
Bank and the NBS have increased their prime lending 
rates to 18.5 per cent. 


Mortgage rates have been increased one per cent to 
18.25 per cent, effective from Monday, with the excep- 
tion of ABSA Bank, whose increased rate for existing 
mortgage clients becomes effective on August 1. 


Meanwhile, Standard Bank said it would also adjust 
the rates for loans in those categories qualifying for 
government capital subsidies. 


It said loans of up to R25,000 [rands] would increase by 
0.5 per cent, from 20 per cent to 20.5 per cent. Loans of 
between R25,001 and R50,000 would increase by 0.75 
per cent, from 18.75 per cent to 19.5 per cent while 
loans of between R50,001 and R65,000 would increase 
one per cent to 18.75 per cent. 


The governor of the Reserve Bank, Dr Chris Stals, 
announced on Thursday that the bank rate would 
increase from 14 per cent to 15 per cent as from Friday, 
June 30. Stals had been reluctant to increase the lending 
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rate over recent months, defying calls by economists for 
the need for an increase. The continued sharp growth 
of the money supply, among other factors, though, in 
recent weeks made further delay in the rate increase 
improbable. [passage omitted] 


NBS General Manager Trevor Olivier said he was 
disappointed by the increase in the mortgage lending 
rate but he did recognise that the increase was necessary. 


"We are moving closer to the 1989 levels when the 
interest rate on mortgage loans was 20.75 per cent, the 
highest ever recorded in this country," Olivier said. 


The higher mortgage rates would result in increased 
instalments on home loans. 


For example: The instalment for a R100,000 loan over 
20 years would increase by R76.74 a month, while for 
a R150,000 loan over 20 years, the monthly increase 
would be R115.11 a month. 


Democratic Party, Afrikaans Business React 


MB3006194895 Johannesburg SABC CCV Television 
Network in English 1900 GMT 30 Jun 95 


[FBIS Transcribed Text] Most of the major banks 
followed the Reserve Bank today in announcing a | 
percent interest rate hike. The increase has been received 
with mixed reactions from the business community and 
political parties. 


The Democratic Party today expressed deep concern at 
the interest rate increase, saying that South Africa’s 4.4 
million taxpayers were being overtaxed and had an ever- 
shrinking disposable income, leaving little opportunity 
for saving. This forces them to borrow, leading to 
inflationary pressure, which results in higher interest 
rates. 


The Afrikaans Chamber of Business was less critical of 
the move. Banks cautioned potential home buyers that 
there could still be a further 1 percent increase in the 
interest rates this year and that they should be cautious 
when deciding on installment levels. 


Reserve Bank Says Money Supply Continues To 
Grow 


MB2806163495 Johannesburg SAPA in English 
1627 GMT 28 Jun 95 


[FBIS Transcribed Text] Johannesburg June 27 SAPA 
— The growth in South Africa’s money supply contin- 
ued its upward trend in May, increasing a further one 
per cent compared to the previous month, according to 
the Reserve Bank on Wednesday [28 June]. 


The growth in money supply, measured by M3, in- 
creased to 15.84 per cent or R262.5-billion [rands] com- 
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pared to the 14.87 per cent recorded in April. The Re- 
serve Bank annual guideline range is between six and 
ten per cent, and the monthly money supply growth has 
consistently been above that so far this year. 


The seasonally adjusted growth rate was 19.84 per cent 
— more than three per cent higher than the 16.41 per 
cent growth in April. The latest figures for domestic 
credit extension showed an increase of 15.04 per cent in 
April against the 12.90 per cent recorded during March. 
Claims on the domestic private sector rose two per cent 
to 19.51 per cent in April compared to 17.51 per cent 
the previous month. 


Reserve Bank Increases Total Net Foreign Reserves 


MB0707173795 Johannesburg SAPA in English 
1608 GMT 7 Jul 95 


[FBIS Transcribed Text] Johannesburg July 7 SAPA 
— The Reserve Bank increased its total net foreign 
reserves by R630-million [rands] ove: the month of 
June, although gross foreign reserves eased slightly. 


Figures released by the Reserve Bank on Friday show 
foreign liabilities were reduced by R755-million to a 
total of R1.593- billion, resulting in the total net foreign 
reserves strengthening by R630-million. 


Total gross foreign reserves dropped slightly by just less 
than one per cent to R12.382-billion in June, compared 
to R12.507-billion in May. 


Reserve Bank Governor Chris Stals has already warned 
that gross reserves might drop in June, following the 
strong increase in may over April. 


Gold reserves increased five per cent to R5.888-billion 
in June from R5.602-billion in May, while foreign assets 
dropped 5.5 per cent to R6.493-billion from R6.905- 
billion in May. 


Actual Reserve Bank gold holdings increased by 
218,043 fine ounces to 4.629-million ounces in June, 
while the price of gold per fine ounce improved by 
R1.99 to R1,271.87 from R1,269.88 in May. 


Tax Reform Commission Issues Interim Report 


MB0607135095 Johannesburg SAPA in English 
1248 GMT 06 Jul 95 


[FBIS Transcribed Text] Pretoria July 6 SAPA — 
The Katz Commission has recommended that transfer 
pricing rules be introduced to the income tax act in 
an effort to counter thin capitalisation practices. The 
Tax Reform Commission, chaired by Prof Michael Katz, 
released its second interim report on thin capitalisation 
rules on Thursday [6 July]. 
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In its first interim report, it recommended the introduc- 
tion of transfer pricing rules to protect the tax system 
against abuse, as well as to ready the system for any 
further relaxation of exchange controls. As part of that, 
thin capitalisation rules were recommended to correct 
the imbalance between the attractiveness of investment 
through debt, as opposed to through equity. These rec- 
ommendations were made within the context of system- 
atic tax reform and following through on them in the 
second report is a further step in this process, Katz said 
in the report. 


"The timing of this report is to some extent influenced 
by a continuing programme of relaxation in exchange 
controls. While the reform of appropriate transfer pric- 
ing measures were always on any tax reform agenda, 
the need for action was somewhat ameliorated by the 
protection against abuse afforded by exchange controls. 
As these controls relaxed, the need for tax measures are 
becoming more immediate,” Katz said. 


The second report, he said, needed to be seen against 
the background of recommending certain urgent mea- 
sures regarding transfer pricing and especially thin cap- 
italism, which affected both domestic and international 
transactions. Legislation related to transfer pricing and 
thin capitalism is currently in circulation. 


The introduction of transfer pricing provisions into 
the income tax act would give Inland Revenue the 
legislative armoury to counter price manipulation across 
borders, including excessive debt funding. 


Katz noted that when controls over thin capitalisation 
essentially changed from one authority (Exchange Con- 
trol) to another (Inland Revenue), there may be concern 
amongst new investors about a whole new set of values 
and guidelines and amongst currently invested parties 
about their existing positions. "To provide a sense of 
continuity and some certainty in respect of the thin cap- 
italisation rules,...it is recommended that an initial state- 
ment be issued by the commissioner for Inland Revenue 
that sets out certain guidelines for the application of 
the transfer pricing provisions to counter thin capital- 
ism practices. Such a statement should aim at a degree 
of articulation of criteria and at some continuity with 
the current situation,” he said, adding that it should in- 
dicate that no gieat deviation from other national and 
international norms is intended. 


The commission emphasised that the fact that applica- 
bility of the transfer pricing rule would depend fun- 
damentally on the internationally common notion of 
"arm's length standards", did not introduce another old- 
style administrative discretion into the act. "The assess- 
ment of a transaction as complying with arms length 
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norms is a long-standing legal test, and fully subject to 
challenge in the courts," he said. 


The commission recommended the following: 


— That transfer pricing provisions be introduced into 
the income tax act "at this stage", and that thin capitali- 
sation practices be initially countered by the application 
of such transfer pricing provisions, as is recommended 
in the organisation for economic cooperation and de- 
velopment commentaries. "The measures should only 
apply to international transactions at this time”. 


— That the interpretation that a transfer pricing measure 
can encompass a thin capitalisation measure should, 
for the sake of clarity, be confirmed by the suggested 
practice note. "However, in line with the tenor of its 
gradualist approach, the commission strongly advises 
against any attempt at this time to codify specific thin 
Capitalisation rules in the act”. 


— That, simultaneously with legislation of the proposed 
transfer pricing measure, a practice note should be 
issued by the commissioner for Inland Revenue giving 
the guidelines he intends to apply in regard to thin 
Capitalisation. "The commission emphasises that the 
purpose of the practice note would be to provide 
investors with a high degree of predictability in the 
application of the measure, and should not become 
prescriptive so as actually to constitute legislation by 
administrative decree”. 


— Inland Revenue must seek to immediately appoint 
at least one person to advise potential investors on the 
departmental position in any cases of doubt about how 
thin capitalism will be applied to them, if at all. 


As has already been announced the commission is cur- 
rently investigating the entire issue of the tax treatment 
of dividends and the related question of secondary tax 
on companies. That report, Katz said, would include a 
re-evaluation of the desirability of exempting from tax 
interest payments by a South African subsidiary to its 
foreign holding company. 


New Service Expected To Cut Credit Card Fraud 


MB2906053195 Johannesburg SAPA in English 
2032 GMT 28 Jun 95 


[FBIS Transcribed Text] Johannesburg June 27 SAPA 
— Telkom’s [Telecommunications Corporation] newly 
formed affiliated company, Swiftnet, is expected to help 
in the reduction of credit-and garage-card fraud in South 
Africa. 


According to a statement released Wednesday, Swift- 
net’s service would be an extension to Telkom’s X.25 
Saponet-P network and would consist of a wireless data 
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service — ideal for short data-transfer applications such 
as credit/debit card authorisation, telemetry and security. 
The statement said credit-card authorisation would be 
faster using Swiftnet than traditional dial-up modems, 
eliminating telephone wires, engaged signals or delays 
for connection. A typical card-type transaction from a 
point-of-sale terminal would be completed in five to six 
seconds, the statement said. Swiftnet would be partly 
owned by Telkom, with Thebe Investment Corporation 
and Hoerikwaga Telecommunications holding a com- 
bined stake of 40 percent. 


Energy Fund Announces Fuel Price Increases 


MB2806075395 Johannesburg SAPA in English 
0723 GMT 28 Jun 95 


[FBIS Transcribed Text] Johannesburg June 28 SAPA 
— The petrol price will rise by one cent a litre and the 
diesel price by three cents a litre from July 5, the Central 
Energy Fund [CEF] said 0:: Wednesday [28 June]. The 
price of illuminating paraffin would remain unchanged, 
it added. 


The price changes are the result of slight under-recovery 
in the past month, caused partly by a weakening of 
the rand against the US dollar. The CEF said the price 
changes were rounded to the nearest cent. 


Manufacturing Output at Highest Since 1990 


MB1207141295 Johannesburg THE STAR in English 
12 Jul 95 p16 


[Report by Derek Tommey] 


{[FBIS Transcribed Text] Sales of manufactured goods 
soared in April to a record R23.0-billion [rands], up 
21.8% or R4.ibillion over last years figure, seasonally 
adjusted, according to figures complied by the Central 
Statistical Services [CSS]. However, several sectors 
show even sharper increases in sales. 


The CSS figures show that manufacturing output, in the 
first four months of this year was the highest since 1990. 
The index for the four month period was 94.5. This 
compares with 91.2 for the same four months a year 
ago and 88.2 for 1993. In 1990 the index for this period 
was 97.1 and in 1989 it was 99.7. The CSS comments 
that manufacturing production levelled off slightly this 
year after the upward trend in the second half of last 
year. 


Output in the three months ended April grew by only 
1.6% over the previous three months. However, in view 
of the huge growth in production compared with a year 
ago, it would appear that a shortage of capacity rather 
than a lack orders has probably been a major factor in 
the levelling out of production, which suggests that a 
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surge in investment in new capaciiy would now seem 
to be on the cards. [sentence as published] 


Stockpiled Oil Reserve Levels Discussed 


MB1307171195 Johannesburg FINANCIAL MAIL 
in English 7 Jul95 p67 


[FBIS Transcribed Text] The long-argued point of how 
much crude oil SA [South Africa] had stockpiled can 
now be answered. With the strategic need for secrecy 
dead and buried, SFF Association [expansion unknown} 
(formerly the Strategic Oil Fund) GM Kobus van Zyl 
says the peak figure was 158.5m barrels during March 
1988. 


At the then-unconstrained rate of consumption of crude 
oi! of perhaps 200,000 BPD [barrels per day] (70m 
barrels a year), this would have lasted about two years. 


Given the more effective imposition of oil sanctions, 
and therefore petrol rationing, it could have been made 
to last three years or more. 


Even at an oil price of US$17 a barrel, the peak level 
of oil would have been worth $2.7bn, or almost R10bn 
[rands] ai the current exchange rate. 


The oil was held in several locations. Stockpiling began 
in 1967, the time of the June War between Israel and 
the Arabs, and the blockage of the Suez Canal. Even 
though some oil has been stored underground in disused 
coal workings at Ogies in the Eastern Transvaal for 
20 years, there has been nc evaporation and thence no 
change it: its original composition. Oil from Ogies is 
now being refined at the Natref [National Petroleum 
Refiners of South Africa] refinery at Sasolburg without 
any adjustments. 


There is a limit to the rate at which the Ogies oil can 
be drawn on: the capacity of Natref and unwillingness 
to sever supply links with oil exporters. While Natref’s 
daily capacity is 85,000 BPD, it normally draws be- 
tween 30,000 and 35,000 barrels from the underground 
storage. 


An interesting question is the reasonable level at which 
SA should stabilise its reserves of crude oil. Considering 
the continued instability in the Middle East, the political 
and strategic factors are not to be ignored. 


If Saldanha’s 45m barrels of storage capacity could be 
leased to a Middle Fast producer, SA could continue to 
enjuy the strategic benefit of a substantial reserve (150 
days of oil at the current rate of imports of 300,000 
BPD) without having to carry the financing cost. 


There’s also the current level of synfuel output — 
200,000 BPD of crude oil equivalent — from Sasol 
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[South African Coal, Oil, and Gas Corporation] and 
Mossgas [Mossel Bay Gas Project]. 


Money recovered from the liquidation of the stockpile is 
paid direct to the Treasury. If we assume that 90 days’ 
of su, olv in SA hands is enough, this would amount to 
27m barrels, leaving 36m barrels still available for sale 
— worth another $600m, or about R2.2bn, to the State. 
Taking account of Sasol’s ability to supply 150,000 
BPD, there seems to be a strong financial case for further 
reductions, especially if Saidanha’s 45m barrels are 
physically loaded with oil, but financed by a producer. 


Minister: Gold Declining; Platinum Emphasized 


MB0307205295 Johannesburg SABC TV 1 Network 
in Afrikaans 2000 GMT 3 Jul 95 


[FBIS Translated Text] South Africa’s mining industry 
will have to place greater emphasis on the refining of 
platinum, mainly due to rising costs in the gold mining 
industry. In Tokyo, Trade and Industry Minister Trevor 
Manuel said the life span of South Africa’s gold mines 
is becoming shorter due to the depth of the mines and 
a decline in the quality of the ore. Andre Scheepers 
reports: 


[Scheepers] In 1990, South Africa produced just a little 
over 98 tonnes of platinum. In contrast, gold production 
in 1994 fell by 35 tonnes to 584 tonnes. At an average 
price of 44,000 rands per kilogram, the loss in export 
earnings was 1.6 billion rands. 


Manuel said that he welcomed the merger between 
British mining giant, Lonrho, and Gencor [General 
Mining Union Corporation]. The merger had created 
the world’s largest platinum group, and this can only 
benefit South Africa. [end recording] 


Northern Province Head on Economic Potential 


MB3006070295 Johannesburg SAPA in English 
0204 GMT 30 Jun 95 


[FBIS Transcribed Text] Pietersburg June 29 SAPA — 
Northern Provirice Premier Ngoako Ramatlhodi said on 
Thursday (30 June] the province’s agriculture sector 
should be developed to its maximum potential, as it 
could produce 30 percent of South Africa’s basic food 
needs in the absence of drought. 


He urged the central government to give priority to land 
reform projects and the setting up of more commercial 
farmers if the province was to realise its agricultural 
potential. 


Mr Ramatlhodi was speaking on the eve of the 
province’s first economic conference to be held in 
Pietersburg on Friday and Saturday. He emphasised 
that eco-tourism had huge »otential and could surpass 
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agiiculture as the province's major economic activity. 
Negotiations would soon stan with neighbouring coun- 
tries with a view to establishing a game reserve that 
would "defy international borders". 


Mr Ramatlhodi said plans for provincial economies 
should be made with a view to making the national 
economy more internationally competitive. South 
Africa’s economy was characterised by low productiv- 
ity and high wages, with economic power concentrated 
in a few hands. To overcome this, the country would 
have to move toward an economy with high production 
and high wages. 


Mr Ramatlhodi singled out agriculture, education and 
training, eco-tourism, mining, and small industry as pri- 
ority sectors which held the key to growth in Northern 
Province. 


Agriculture was the mainstay of the province’s econ- 
omy, but new farmers from the ranks of those who had 
historically been denied access to land had to be brought 
into the picture. 


Economic Situation Termed ‘Precarious’ 


MB3006185895 Jokannesburg SAPA in English 
1829 GMT 30 Jun 95 


[FBIS Transcribed Text] Pietersburg June 30 SAPA — 
Despite relative affluence in some communities, 40 per 
cent of the Northern Province’s population have no 
source of income and only 17 percent have access to 
electricity. 


These statistics from a 1991 survey stimulated lively 
discussion at an provincial economic conference near 
Pietersburg on Friday (30 June]. 


Northern Transvaal Development Corporation econo- 
mist Glen Steyn said the survey also showed that 60 
per cent of the people did not have formal sanitation fa- 
cilities. About 40 per cent had to walk some distance to 
collect water for domestic use. Only one in every two 
hundred people in the province had access to a tele- 
phone. 


With an unemployment figure of 48 per cent, the 
province needed to implement an economic policy 
which would encourage the establishment of small 
enterprises, while also focusing on skills training, Mr 
Steyn suggested. 


Ms Mondla Hlahla of the Development Bank of South- 
ern Africa described the province’s situation as precar- 
ious because ii had inherited a large bureaucracy and 
a big percentage of the population was concentrated in 
unviable rural areas, thanks to apartheid. 
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She anticipated a change in this respect, as people 
now had greater access to the major towns and could 
contribute to the growth of economic centres. 


*Gauteng Province Economic Stati:tics Given 


9SAFOO82E Johannesburg BEELD in Afrikaans 
3 Apr 95 p13 


[Unattribuied article: "When Gauteng Sneezes, the 
Country Gets Sick; li Is the Most Important Province 
and the ‘Engine’ of South Africa”) 


(FBIS Translated Text] Nowhere did the recent dispute 
between the nine provinces and the central government 
over the various budgets rage as fiercely as in Gaut- 
eng. The central government wants to decentralize, to 
establish parity among the provinces, and to create more 
points of growth in the country. Gauteng’s position is 
that the goose that lays the golden eggs should not be 
killed and that a cow can only give a certain amount of 
milk for the amount of fodder it receives. 


The central government must remember that it is a fine 
ideal to strive for equality, but it has to realize that 
Gauteng will have to remain the first among equals for a 
long time—and possibly forever. It is the most important 
province and is not called the engine of the country for 
nothing. It is also not without a reason that the provincial 
government is warning that the entire c~ try will take 
ill if Gauteng sneezes. Why it is hammering upon this 
so much becomes evident from the most recent reliable 
Statistics that the administration has compiled: 


More than 18 percent of the country’s population lives 
in the province (6,847,000)—only KwaZulu-Natal is 
more populous——and its population growth rate, at 1.29 
percent, is the second lowest in the country. The growth 
rate for the entire country is 2.44 percent. The province 
encompasses 18,760 square kilometers that are divided 
inio seven subdistricts—to wit, Pretoria, Central Rand, 
East Rand, Far East Rand, West Rand, South Transvaal, 
and the subdistrict Brits, Bronkhorstspruit, and Cullinan. 
Population density per square kilometer is greatest 
in the Central Rand (1,979), followed by the East 
Rand (1,150), Pretoria (390), West Rand (247), South 
Transvaal (272), and Bronkhorstspruit and Cullinan (23, 
8). 


According to the Central Statistics Service, at 39.66 
percent [sic], Gauteng’s population earns the most 
of all the provinces and also has the fewest peo- 
ple without incomes. The total incomes from salaries 
and wages in 1991 were: Central Rand, 23 million 
South African rands [R]; East Rand, R15 million; Pre- 
toria, R14.7 million; West Rand, R9.7 million; South 
Transvaal, R4.5 million; Far East Rand, R3.6 million; 
and Bronkhorstspruit and Cullinan, R4.5 million. The 
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value of goods and services produced in the area annu- 
ally amounts (o approximately R67 million. The manu- 
facturing sector, with 28.9 perccal, contributed the most 
to this figure, followed by trade with 17 percent. Next 
came government services (14.5 percent), financial ser- 
vices (14 percent), mining (5.5 percent), construction 
(3.5 percent), municipal services (2.7 percent), the elec- 
tric industry (2.4 percent), and agriculture (0.6 percent). 
Other industries accounted for 2.4 percent. 


According to the South African Chamber of Industrv, 
the largest domestic investors in Gauteng are Sasol 
and Rand Water. Companies having their headquarters 
or district offices in the province include banks (13), 
insurance firms (12), industrial firms (24), companies 
Jealing with tourism and beverages (9), construction 
(14), chemicals, petroleum and plastics (8), clothing, 
shoes, and textiles (7), electronics (46), and food (8). 


Altogether 41 international airlines make use of Jan 
Smuts Airport near Kempton Park as well as e! ht local 
and regional services. Daily there are 68 international 
flights arriving and departing. and 128 local and 26 
regional flights. In 1993, some 2.6 million international 
passengers made use of the airport as did 3.7 million 
residents. With 69 percent able to read and write, the 
province’s populace ranks second highest in the country 
in literacy. In 1993, Gauteng had an average of 27 pupils 
per instructor, which is lower than the national average. 
There are two high courts, two district courts, and 24 
magisterial courts in the province. 


The Executive Committee consists of eight members of 
the ANC and three members of the National Party (NP). 
The ANC has 50 members in the provincial legislature, 
the NP 21, the DP [Democratic F arty] and Freedom 
Front five each, and the Pan-Africanist Congress (PAC) 
and ACDP [African Christian Democratic Party] have 
one each. Afrikaans speakers, at 20 percent, are the 
largest language bloc. They are followed in order 
by people who speak Zulu (18 percent), English (15 
percent), North Sotho (9.4 percent), Swazi (1.2 percent), 
and Ndebele (0.63 percent). The average life expectancy 
for Gauteng residents is longer (65.6 years) than the 
average for the entire country (63.4 years). Its residents 
have the fewest dependents, with only 0.41 dependents 
per economically active person. 


Except for the Western Cape, Gauteng has the most 
doctors per 1,000 persons—1.3—and nearly 89 percent 
of the hospital beds in the province are occupied. 
As of 27 July of last year, the province had 986 of 
the 3,849 registered AIDS cases in the country. Other 
reported diseases include malaria (159), rubeola (61), 
and tuberculosis (3,525). 
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Foreign Aid and Investment 


Angw American Discusses 5 S. Americar Projects 


MB3006072095 Johannesburg SAPA in English 
2359 GMT 29 Jun 95 


[FBIS Transcribed Text] Johannesburg June 30 SAPA 
— The development of major new mining and explo- 
ration projects in South America would re-establish the 
Anglo American Corporation as one of the world’s ma- 
jor producers of copper and other base metals, Chairman 
Julian Ogilvie Thompson said. 


In his annual chairman’s statement released Friday, he 
said five South American projects should at least double 
the size of Anglo American South America [AMSA]. 


AMSA is currently evaluating the Cerro Vanguardia 
gold project in Argentina. The feasability and eviron- 
mental impact studies should be completed during this 
year. This project could lead to an operation produc- 
ing about 170,000 ounces of gold a year by 1998, with 
silver as a significant by-product, Anglo’s ‘atest annual 
repurt, also released Friday, said. 


At Independence, the Murray Mine will become the 
principal source of ore as the open pits are exhausted 
in the next two years. Following the re-orientation of 
the operations at Jerri‘ Canyon, attributable production 
from it is expected to be maintained at 200,000 ounces 
a year. 


At Pikes Peak, production is expected to build up to 
about 150,000 ounces a year by 1996. With regard to 
base metal operations, the Quellaveco (in Peru) Por- 
phyry copper deposit’s mineral resource estimates for 
the leachable secondary enriched material are about 
270-million [metric] tons averaging 0.85 per cent cop- 
per. A plant with a capacity of about 100,000 tons per 
year of copper is veing considered. 


In Chile, the Collahuasi copper project’s production 
Start-up date is targeted for late 1998. It will have an 
expected mine life of about 45 years. 


Collahuasi will be one of the largerst copper mines in 
the world, producing some 300,000 tons of copper per 
year in concentrate. A feasability study being conducted 
in Brazil on the Salobo copper and gold deposits is due 
for completion shortly. Indications are that the project 
could produce 150,000 to 20%,000 tons of copper and 
more than 250,000 ounces of gold a year for more than 
30 years. 


The Loma de Hierro (in Venezuela) feasability study is 
also due for completion shortly. Preliminary estimates 
indicate the project could produce 16,000 tons of nickel 
a year over a life of 30 years. 
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De Beers Cuts rices of Australian Diamonds 


MBO0507130695 Johannesburg THE STAR in English 
5 Jul 95 p17 


[Report by Neil Behrmann; 


(FBIS Transcribed Text} Loudon — De Beers’ Central 
Selling Organisation (CSO) has slashed the price of 
diamonds purchased from Australia because the market 


is $0 depressed. 


Gary Ralfe, chief executive of the CSO, stressed that the 
average price reduction of 10% only affected poor qual- 
ity cheap “near gem" and industrial diamonds mainly 
produced by the Argyle Mine in Western Australia. (The 
CSO, is a diamond cartel controlled by De Beers that 
buys diamonds from producer members such as Argyle 
and then distributes them to dealers.) 


The fundamentals of the top end of the market were 
sound, he said. "We have been engaged in the realign- 
ment or rebalancing of our diamond prices to bring them 
into line with the market,” said Ralfe. There are about 
6,000 different types of categories, he said and along 
the entire balance of the assortment, average diamond 
prices have not declined he said. Indeed quotes of the 
better quality diamonds that are in short supply, actually 
rose, added Ralfe. 


Independent diamonc dealers in Antwerp and London, 
however, said that sales of polished diamonds were 
weak, although expensive qualities were in short supply. 
"It is the worst market that I have experienced for 15 
years,” said an Antwerp diamond dealer, referring to 
the aiamond recession of that late seventies and early 
eighties. 


Indeed, Ralfe himself remarked that morale was low in 
the industry because the Russians had oversupplied the 
market. 


First half diamond sales fell 1.6% to $2,540-million and 
De Beers hopes to at icast maintain second half turnover 
at last year’s level of $1,670-million. 


Yet the main segment of the market that is in depression, 
is the merchandise of cheap tiny diamonds that are 
polished in India, said dealers. “There’s a glut of 
near gem and industrial diamonds that are produced 
in Australia, Zaire and as byproducts from the smaller 
mines,” said dealers. 


Adding to the problems, the Russians were selling rough 
diamonds at discounts on the open market, said John 
Robinson, chief executive of Ashton Mining, one of the 
joint venture parties that own Argyle. 
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Dealers added that De Beers was also responding to 
Argyle which markets a proportion of its production 
independently and has als» been cutting prices. 


Trade Cooperation With India ‘Growing’ 


MB0707144095 Johannesburg MAIL & GUARDIAN 
in English 7-13 Jul 95 p B2 


[Report by Reg Rumney] 


[FBIS Transcribed Text] The purchase by Indian brew- 
ery United Breweries Investments (UB) of a 30 percent 
stake in Nauonal Sorghum Breweries [NSB] — report- 
edly for R70-million [rands] — is the most visible sign 
of the growing economic co-operation between South 
Africa and India. 


UB had previously bought Mabula Game Lodge in the 
Northern Transvaal. 


Trade and business delegations from India have been 
Streaming in since 1993, according to India’s Deputy 
Consul General in South Africa, TP Seetharam. 


Despite the presence of the Indian community in South 
Africa, the country is something < f an unknown quantity 
to Indian investors. "There is a lot of interest, much of 
it exploratory. There is an information gap because of 
a lack of contact for four decades,” says Seetharam. 


Several major business chambers have visited South 
Africa, and have mt counterparts in national and 
regional chambe:3 such as the South African Chamber 
of Business, the Nationa! African Federated Chambers 
of Coramerse as we'!l as localised forums of Indian 
businessmen 11 Durban and Cape Town. Interest ranges 
from pure trade to investment from, and in, Indian 
business. In South Africa, the Indexpo °94 exhibition 
at Nasrec [National Exhibition Center], in which 300 
Indian companies took part, attracted 50,000 visitors. 


As India continues with the liberalisation policy started 
in 1990, it is encouraging investment overseas. Barriers 
to capital outflows have been scrapped, along with 
other restrictions on business. This has paid off, says 
Seetharam. Foreign exchange reserves have increased 
by $20-billion in the past year. 


One major Indian conglomerate, Tuta, already has motor 
assembly operations in Southern Africa, making small 
trucks, and Seetharam says it has registered a company 
in South Africa. 


Fc~ potential Indian investors, Seetharam indicates de- 
cisions will be shaped by the special role the five or six 
major conglomerates play in the South African econ- 
omy. Certainly, the UB investment will be watched to 
see how NSB fares in competition with natural monop- 


FBIS-AFR-95-135-S 
14 July 1995 


oly South African Breweries. But some Indian firms 
may want to take advantage of the dominance of the 
conglomerates by entering into partnerships. 


Opportunities for investment from South Africa abound 
as India opens up its once protected economy to the 
outside world, With around 900-million people, India 
is a vast market, with a legal system which won’t be 
unfamiliar to South Africa, and with English as the 
language of business. On top of this there are various 
investment incentives, such as Export Processing Zones 
where wholly owned firms are tax exempt. 


Individual South African firms and individuals, 
rather than trade delegations, have visited India, says 
Seetharam. 


There are opportunities, for example, for ryan sector 


investment in the building of toll roads, =». «tees 
are being given of a return on investme . in WL. owe 
sector. 


South African investment in the mining ctor is a 
natural development, and India has resources which 
Seetharam says could be more efficiently mined. De 
Beers is looking at a diamond mine, he says, and the 
Chamber of Mines has sent a delegation to India to look 
at coal mining. 


The extent of general economic involvement is best re- 
flected in the trade figures. Trade has grown dramati- 
cally since 1990, off a low base. 


In 1994, imports from India totalled R406-million; 
exports to India from South Africa totalled around 
R488-million. 


Exports from South Africa tend to be raw materials: 
imports from India tend to be manufactured goods. 


Despite the myriad delegations, the trade balance is 
favourable to South Africa. Seetharam adds that it is 
even more favourable if exports of gold through Loadon 
and diamonds through the Central Selling Organisation 
are added in. India is a big buyer of small diamonds. 
This is not surprising since gems and jewellery are the 
biggest export category, with an 18 percent share of all 
exports at $3,991-million in 1992-93. Pearls, precious 
and semi-precious stones rank third, with an 11 percent 
share of imports at $2,641-million in that period. 


Economic involvement doesn’t stop at trade and invest- 
ment. India’s Housing and Development Corporation is 
to help in encouraging and trainiag communities to get 
involved in low-cost housing, Seetharam says, the idea 
being that housing is not a product which governments 
deliver but a process which government starts. 
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Another area in which he says South Africa can 
learn some policy lessons from India is in small-and 
medium-scale enterprises (SMEs) — and he emphasises 
that this is not restricted to low-tech or informal 
sector operations. Many goods now produced by big 
companies can be out-sourced to small companies. 
Moreover, such goods are not restricted to the local 
market. Seetharam says around 45 percent of Indian 
export earnings come from goods made by SMEs. 
Indian companies and agencies can help South Africa 
stimulate the small business sector. 


Norway To Provide $100 Million Aid Package 


MB1007122595 Johannesburg SAPA in English 
1201 GMT 10 Jul 95 


[FBIS Transcribed Text] Cape Town July 10 SAPA — 
Norway would plough about U.S.100 million into social 
and economic development in South Africa over the 
next five years, Norwegian Prime Minister Gro Harlem 
Brundtland announced on Monday [10 July]. 


Brundtland told delegates at a meeting of the Socialist 
International Council in Cape Town that Africa needed 
"dollars not bullets" to realise freedom and democracy. 


Norway annually donated about one per cent of its 
gross domestic product to developing countries. Brundt- 
land said Norway was providing the U.S.100 million 
aid package to South Africa to strengthen its new de- 
mocarcy. While the country faced great difficulties in 
healing wounds of the past, it was a country of great 
promise, she said. "South Africa is the great beacon of 
hope for Africa which faces the threat of marginalisa- 
tion.” 


Addressing social and economic problems in eastern 
and central Europe should not be at Africa’s expense, 
she warned. The international community seemed to be 
reacting with a "conspicuous lack of compassion” to the 
plight of the poverty-stricken continent. 


"Africa’s investment in the world economy is declin- 
ing. The developed countries should assist them with 
improved market opportunities." 


UK Donates 8.7 Million Rands for Development 


MB1007200695 Johannesburg SABC TV I Network 
in Afrikaans 1800 GMT 10 Jul 95 


{[FBIS Translated Text] The Eastern Transvaal is 8.7 
million [rands] richer, thanks to a project announced 
by British High Commissioner Anthony Reeves. The 
money is to be used by the province’s administration. 


[Begin recording] [Unidentified correspondent] The 8.7 
million rands will be used to establish a new project 
office in the premier’s office. The office’s objective 
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will be to assist the provincial administration in so- 
cial and economic development and to support the East- 
ern Transvaal’s provincial administration with strategic 
p. ‘nning and policy formulation. Expert advice will pro- 
vided on constitutional rights, planning training facili- 
ties, building government, economic demarcation, and 
promoting regional investment. [end recording] 


Delay in EU Tariff Cuts Great ‘Disappointment’ 


MB1107115095 Johannesburg THE STAR in English 
1] Jul95 p17 


[Report by John Fraser] 


{[FBIS Transcribed Text] Brussels — South African 
exporters face a further month’s delay before they will 
be able to take advantage of a European Union package 
of tariff reductions. 


This was disclosed yesterday by European Union diplo- 
mats in Brussels and met with great disappointment in 
the South African mission to the EU. 


"If it is true that a decision on the Generalised System 
of Preferences is going to be postponed, that is very 
distressing news," said Ambassador Neil van Heerden. 
He had not yet been able to confirm the bad tidings at 
the time. 


EU commissioners proposed last week that the range 
of South African goods which presently benefit from 
the Generalised System of Preferences (GSP) tariff cuts 
should be expanded. 


From January, 24% of agricultural exports have been 
covered by GSP and EU Commissioners proposed 
increasing this to 66%. However, a final decision 
must be taken by the 15 EU governments and the 
proposal came too late to be discussed at next Monday’s 
meeting of European Foreign Ministers, which is the last 
gathering before the summer break in Europe. 


“What this means is that EU ambassadors will take 
the decision — and they are likely to do so — at a 
Brussels meeting on Wednesday July 26," said a senior 
European diplomat yesterday. "Assuming they reach an 
accord, this would then have to be endorsed through 
a written procedure, which would mean that the GSP 
benefits could not come on stream before the first week 
in August." 


The news will come as a big disappointment to the 
South African Government, which had launched an 
extensive lobbying exercise in Europe to try to secure an 
early agreement on GSP. The new package of measures 
for South Africa will only last until the end of the year, 
after which South African exporters are expected to 
benefit from a revised GSP. 
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To make matters worse, EU diplomats are predicting 
that some member governments notably the French and 
the Spanish — will try to cut down the list of South 
African products which will benefit from the new GSP 
package. 


"Difficult negotiations will take place in the next few 
weeks, to prepare for an accord," said the EU diplomat. 
"The package put forward by the European Commission 
is regarded as too generous by some countries, and 
they will try to knock some items off the list. Had the 
proposal been meaner towards South Africa, it would 
have gone through faster, as there would have been less 
opposition. As it is, it will take longer to be adopted 
because there are countries in Europe which are worried 
about being too generous to Pretoria. It is felt that 
concessions to South African farmers and exporters will 
be to the detriment of producers in Europe," he said. 


PRC Companies To Invest in Eastern Transvaal 


MB1107112795 Johannesburg THE STAR in English 
I] Jul 95 p2 


[Report by Clyde Johnson] 


[FBIS Transcribed Text] Nelsprult — The Kai-Wah 
group of companies in the People’s Republic of 
China are planning massive investments in the East- 
ern Transvaal, according to Economic Affairs MEC 
[member of the Executive Council] Jacob Mabena. 


This follows an Eastern Transvaal delegation visit to 
Hong Kong and Kunming in the Yunan province of 
China at the invitation of the Kai-Wah group. 


The delegation included housing MEC Craig Paday- 
achee, RDP [Reconstruction and Development Program] 
MEC Joseph Mbazima and senior officials. Gordon 
Noah, Kai-Wah’s South African representative, accom- 
panied them on last week’s five-day visit. 


Economic investments under consideration include a 
cigarette factory, a luxury hotel and a housing project, 
Mabena said yesterday. He put the possible value at RS- 
billion [rands]. 


He said the cigarette factory on its own could create 
4,500 job opportunities. The five star hotel could 
provide jobs for 230 people and the housing scheme, 
which would include three-storey residential flats and 
housing units, would greatly help alleviate the housing 
shortage and eradicate squatter camps. The beneficiation 
of stainless steel is also under investigation. 


Mabena said the foundation for a co-operation agree- 
ment between the Eastern Transvaal and the Yunan 
province had already been laid. The possibility of twin- 
ning the city of Kunming with an Eastern Transvaal 
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town was also under discussion. The twinning agree- 
ment would cover vocational training and education, 
trade and industrial development, tourism, sport, cul- 
ture, health, social welfare and other fields. 


In another investment announcement yesterday Eastern 
Transvaal Premier Mathews Phosa said the British High 
Commissioner Sir Anthony Reeve had advised him of 
a three-year R8.7-million support programme to run in 
collaboration with the provincial administration for a 
special projects and policy unit to be located in the 
premier’s office. 


The unit will comprise a technical secretariat charged 
with assisting the premier and the provincial admin- 
istration to carry out effective policy analysis, spe- 
cial projects and management and capacity building 
throughout the area. After the three-year period the 
unit’s activities will be subsumed within the directorate 
of development planning. 


Swiss Union Bank Optimistic About Growth 


MB1107115295 Johannesburg THE STAR in English 
11] Jul95 p17 


[Report by Derek Tommey] 


{[FBIS Transcribed Text] The Union Bank of Switzer- 
land is taking a fairly bullish view of this country’s 
prospects. "Strong, widespread recover, is continuing 
in South Africa with 1995-96 projected to register 
the highest growth rate in eight years," says Dr Peter 
Buomberger, the bank’s chief economist, in his latest 
survey of non-OECD [Organization for Economic Co- 
operation among Developing Countries] economies, en- 
titled New Horizon Economies. 


“However, given a year-on-year 3.5%-GDP growth 
figure for the first quarter of 1995, private credit 
expansion of nearly 18% and a rising current account 
deficit, the focus is now turning towards measures to 
cool the economy." 


But unlike the country’s performance in the 1980s, 
this does not mean that the boom will turn into a 
bust. "What is happening now is different from the 
eighties. Unlike several previous recoveries, which were 
artificially induced by an expansionary fiscal policy 
Or negative real interest rates, the current upswing is 
taking place against the background of high real interest 
rates (averaging 7% in the first four months of the 
year) and fiscal consolidation. The main impetus for a 
strong recovery this time is a combination of political, 
economic and financial elements. 


"The political transition was a success and, one year af- 
ter the election, the country remains on track. Unlike the 
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‘wait-and-see’ attitude which characterised investment 
decisions from 1990 to early 1994, the current business 
‘environment is more predictable than it has been for 
years." 


He says there have been a number of favourable devel- 
opments including the improvement ,in financial condi- 
tions with strong growth in turnover and earnings of 
many industrial companies quoted on the Johannesburg 
Stock Exchange. "This will translate into higher wages, 
more jobs and plant expansions, thus underpinning the 
recovery in 1995 and 1996. Moreover, unlike the eight- 
ies, South Africa now has access to foreign capital to 
finance a current account deficit." 


Nonetheless, in spite of his optimism he sounds a note 
of caution. "As expected, inflationary pressures have 
risen. Another economic risk is the widening current 
account deficit which is being financed primarily by 
short-term capital inflows which can be volatile. What 
South Africa needs to support longer-term economic 
growth is more medium and long-term capital — the 
bulk of which should be direct foreign investments. This 
is not materialising". 


But he says that the prospects for an economic growth 
rate this year of 3% are good, and the economy could 
grow by about 3.7% next vear. He also sees continuing 
weakness in the rand. 


Company Awarded Malaysia Radio Contract 


MB1107141295 Johannesburg SAPA in English 
1152 GMT I] Jul 95 


[Press release issued by De Kock & Kerkhoff Com- 
munication Consultants on the SAPA PR Wire Service; 
date not given] 


{[FBIS Transcribed Text] A R2.5M [2.5 million rand] 
project for the installation of an FM radio network 
along the southern section of the main north-south 
highway in Malaysia has been completed by Plesgem, 
a division of the JSE [Johannesburg Stock Exchange]- 
bound Plescorp. 


The network enables Time Highway Radio (Thwr), 
Malaysia’s first private commercial 24-hour radio 
Station, to broadcast along the 360km toll road be- 
tween Kuala Lumpur and Singapore. The expansion of 
Thwr’s coverage was officially launched in June by the 
Malaysian minister of information, Datuk bin Rahmat 
Mohamed. 


Once given the go-ahead, the network was designed 
and three Ikw broadcast transmitters and antennas were 
supplied and commissioned at Telapa Buruk near Kuala 
Lumpur, Ladang and Pulai near Singapore. The project 
was undertaken with the help of Sentech, the signal 
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and distribution company of the SABC [South African 
Broadcasting Corporation]. Earlier this year, Plesgem 
formed a joint venture company, Senples, with Sentech. 
Programme Manager Peter Bacon, says this would 
involve the installation of a further seven transmitter 
and antenna sites, including locations on the islands of 
Penang and Langkawi. 


As a third phase of the project, Time Highway intends 
covering the eastern portion of the Malaysian peninsula, 
and Plesgem will be bidding for the work. Other 
potential broadcasting projects in Malaysia include 
a joint venture with NEC of Japan, for supplying 
ten 1kw broadcast transmitters to be installed in the 
Kuala Lumpur tower for the national broadcaster Radio 
Television Malaysia (RTM). 


Chemical Group Buys U.S. Corporation 


MB1307135295 Johannesburg THE STAR in English 
13 Jul 95 p 16 


[Report by Charlotte Mathews] 


[FBIS Transcribed Text] Chemical group Sentrachem 
has bought the Hampshire Chemical Corporation, based 
in Massachusetts, U.S., for about $236.5-million (about 
R850-million [rands}), including debt — one of the 
largest offshore purchases by a local company. 


According to an announcement today, Hampshire has 
turnover of about $220-million a year and employs 800 
people at five plants .: the U.S. and one at Teesside in 
the UK. Its profit before goodwill write-offs last year 
was $6.5-million. 


Sentrachem MD [managing director] John Job said in an 
interview yesterday the PE [price/earnings] ratio on the 
acquisition was about 14, slightly below Sentrachem’s 
own 15. 


"I believe we are paying a fair but full price, but we 
are obviously looking beyond that," he said. "Firstly, 
Hampshire is not a cyclical commodity company. Sec- 
ondly, the price is higher in 1995 than it would have 
been in 1994, but it was not for sale in 1994. We are 
paying for the business in the company at the present 
time." 


The acquisition will add close to R1-billion to Sen- 
trachem’s existing turnover of over R3-billion a year. 
Hampshire focuses on higher value chemicals wiich 
are used in a range of intermediate applications for the 
pharmaceutical, agricultural, speciality detergents and 
cosmetic sectors. 


Job said Hampshire’s products complemented those of 
Sentrachem. It was intended to develop opportunities 
for Hampshire in southern Africa, while Sentrachem 


This report may contain copyrighted material. Copying and dissemination 
is prohibited w.thout permission of the copyright owners. 


14 REPUBLIC OF SOUTH AFRICA 


would export intermediaries for Hampshire. The two 
companies could together develop export markets. 


About $30-billion of the purchase price will come from 
international investments, and the remainder from bor- 
rowings, some through a Sentrachem offshore sub- 
sidiary. 

It was impossible to say at this stage what the effect on 
gearing — 19% at interim stage — would be because 
of the timing of other cash flows, Job said. 


About R150-million would be raised from the sale 
of Mega Plastcs, and Sentrachem itself has strong 
operating cash flows. The possibility of an issue to raise 
cash was being debated. 


Japanese Ambassador on Mandela Visit, Investment 


MB1407105695 Johannesburg SABC TV 1 Network 
in English 0515 GMT 14 Jul 95 


[Interview with Japanese Ambassador Yoshizo Konishi 
by Chris Landsberg on the "Good Morning South 
Africa” program — live] 


[FBIS Transcribed Text] (Landsberg] Welcome to this 
week’s interview. My guest this morning, Japanese 
Ambassador Yoshizo Konishi, and we’re going to talk 
about President Mandela’s visit to Japan about a week 
ago. Good morning, Ambassador. The way we received 
the news here in South Africa is that the visit, especially 
politically, was a spectacular success. Would you share 
those sentiments? 


[Konishi] I think that is totally correct, yes. 


[Landsberg] But Ambassador, there seems to be a gap 
between, on the one hand, political celebration and 
political commitment. and caution about South Africa’s 
economic prospects and relations between Japan and 
South Africa. 


[Konishi] Well, I think, as far as the government is 
concerned, it made it very clear that it will continue the 
support to your country, to the government and people 
of South Africa. But at the same time the president 
had, you know, three meetings with the business leaders 
in Japan, and I think they had a very frank exchange 
of views, and most of the Japanese business leaders 
have recognized the potentiality of South Africa, and 
in fact I think there have been encouraging further 
developiients, you know, in this country. The caution 
that they were talking about is that still, this country 
is especially, you know, this country’s economy is 
living under protectionist, you know, circumstances. 
Our people like to see South Africa to get rid of that 
protectionist... 
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[Landsberg, interrupting] But there are political con- 
cerns too. It’s not only economic concerns. 


[Konishi] I don’t think so. Politically, I think there is a 
consensus among the people that South Africa is taking 
the road of stability and peace. 


(Landsberg) But what about the so-called AM factor, in 
other words, the After Mandela factor: who will replace 
the president? The big million dollar question asked by 
investors. 


[Konishi] Well, I think it is a big question in this 
country, but in our view, I think once the president has 
established the road of this country for the future, that 
road will be maintained, whoever comes after him. 


[Landsberg] The rapport between Prime Minister Mu- 
rayama on the one hand, and the president on the other 
hand, seems to be a very warm one. They got on very 
well, it seemed. 


[Konishi] Yes, it was a very warm one, yes, right. 


[Landsberg] You only came to South Africa in January 
this year? 


[Konishi] February. 


[Landsberg] In February this year. I want to refer to 
an incident that took place last year, and I’m sure you 
were briefed about it at least, and that is, there was 
some sort of dispute last year in terms of the Japanese 
aid package and the South African government. Is that 
resolved now? 


[Konishi] I would say, almost resolved, and the reason 
why it took a little more time than we expected is that, 
on both sides, I think there was a lack of understanding 
of each other’s systems. We have our own mechanism, 
system, about aid, and South Africa, in fact, did not 
have much experience in receiving the aid or assistance. 
That’s why it took a longer time, but now we have come 
to the final phase, and it could be resolved quite soon, 
and the delivery will start quite soon. 


[Landsberg] Ambassador, we hear a lot in South Africa 
that it is not so much aid that we need from the 
foreign community, but investment, especially fixed, 
direct investment, and trade. What are the prospects 
of Japanese becoming one of South Africa’s two big 
investment partners? 


[Konishi] I think so far, already, there has been in- 
vestment from Japanese side. More than 10 cases. So 
far, you know, those investments have been limited 
in the natural resources processing projects, such as 
(?Felchrom), and so on. 
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[Landsberg] President Mandela’s visit was the first visit 
by a South African head of state. He also visited in 
1990-91, in his capacity as head of the ANC. But would 
the visit itself be an indication of the fact that South 
Africa is very high, as an African country, on Japan’s 
foreign policy priorities? 


[Konishi] That is perfectly right, yes, because of the 
leadership of the president, and the road, the direction, 
set out by the president, and his efforts for national 
reconciliation. While we still see some in conflict 
in other parts of Africa, South Africa is definitely 
the country that should be encouraged by all the 
international community. 


[Landsberg] Just one final question, Ambassador, if you 
could be brief. Just give us a sense of the value and the 
substance of the Japanese aid package to South Africa. 


[Konishi] We are, you know, working on various 
fronts. For instance, assistance by (ExImBank), and also 
official development aid, soft loans, and grant aid. 


[Landsberg] And the amount of the overall package? 


[Konishi] It comes to $1.3 billion over 2 years, it was 
announced last year July. 
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[Landsberg] Ambassador Yoshizo Konishi, thank you 
very much for coming in and sharing your views with 
us. 


European Bank Approves 1.5 Billion Rands Credit 


MB1906154395 Johannesburg SAfm Radio Network 
in English 1400 GMT 19 Jun 95 


[FBIS Transcribed Text] Governors of the European 
Investment Bank, EIB, the European Union’s long-term 
lending institution, have cleared the way for the bank 
to begin offering loans in South Africa. The annual 
meeting of the EIB’s board approved the extension 
of credit to South Africa within a ceiling of about 
1.5 billion rands over two years. Disbursement of 
the money will be dependent on finding projects in 
South Africa which are judged to be financially sound. 
The EIB funding facility follows the EU’s provisional 
commitment to South Africa of about 630 million rands 
of aid per year for five years. 
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